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ie 
GHANA - KEY ECONOMIC INDICATORS 


All values in U.S. $ million wless otherwise indicated 


A B C 
1979 1980 1981 

INCOME AND PRODUCTION 
GDP at Current Prices (million cedis)* 26,279 37,711 58,452 
GDP at Constant (1975) Prices (million cedis)* 4,996 5 121 5 21 
Per Capita GNP (Dollars) * 400 N/A N/A 
Cocoa (1,000 MI) (Crop year end September) 265 296 258 
Gold (1,000 Troy Ounces) 362. 353. 340. 
Diamonds (1,000 Carats) 1253. 1,258. 836. 
Manganese (1,000 MI) 270. 252 223. 
Bauxite (1,000 MT) 243 225. 181. 
Aluminum (1,000 MT) 168. 187. 190. 


MONEY, PRICES AND BUDGET 


Money Supply (end December) 1,739. 
Interest Rates (Commercial Loan) (%) 18. 
Consumer Price Index (1977=100) 267. 
Wholesale Price Index (1977=100) 244. 
Government Expendifure 1,730. 
Government Revenue L O72. 
Government Deficit 657 
Government Debt (end December) 2,435. 
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BALANCE OF PAYMENTS AND TRADE 


Gross International Reserves (end December) 299, 
External Debt (end December) 1-305. 
Annual Debt Seryice 65. 
Overall Balance 153). 
Balance of Trade 7203. 
Exports, FOB 1,066. 

U.S. Share 225. 
Imports, FOB 803. 

U.S. Share 90. 
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Major imports from U.S. (1981): cereals, 31.1; petroleum and petroleum products, 19.3; 
metalliferous ores and metal scrap, 13.9; specialized industrial machinery, 9.2. 


Major exports to U.S. (1981): aluminum, 144,5; cocoa, 35.7; petroleum products, 30.0; 
crude petroleum, 18.3. 


a) These estimates must be used with caution. The official exchange rate is one cedi= 
.3636 dollars (€2.75 = $1.00). However, the official exchange rate does not reflect 
the true value of the Ghanaian currency. For this reason, cedi figures are used for GDP. 


Revised to 14 percent as of May 26, 1982. 


b) 


©) Fiscal years (July 1 - June 30) 1979-80, 1980-81, 1981-82. 


d) Including errors and omissions. 
Sources: Central Bureau of Statistics, Ministry of Finance and Economic Planning, Bank 
of Ghana, Ghana Chamber of Mines, Gill and Duffus, International Monetary Fund, 


International Bank for Reconstruction and Development, U.S. Department of 
Commerce . 





SUMMARY 


Ghana's economy deteriorated further in 1981. Gross Domestic 
Product probably declined (despite official statistics show- 
ing stagnation) because of lower production in the cocoa, 
minerals and industrial sectors. Inflation soared to 116 per- 
cent as the budget deficit rose in the 1980-81 fiscal year to 
$1.7 billion, almost 60 percent of expenditures. Declining 
cocoa export earnings, combined with an oil import bill of 
around $350 million, resulted in higher external debt and net 
foreign exchange reserves of about zero by the end of 1981. 


The economy will probably continue to go downhill in 1982. 
Cocoa production will decline by about 15 percent. The 
industrial sector is grinding to a halt because practically 

no import licenses have been issued during the first six months 
of this year. Goods in urban markets are in very short supply 
because of government attempts to enforce price controls and 
the consequent reluctance of farmers and traders to sell food- 
stuffs at a loss. The grossly overvalued cedi still results 

in illegal economic activities. 


The Rawlings Government, which came to power on December 31, 

1981, wishes to redistribute income to the needier groups in the 
society, reduce corruption, increase agricultural production, 
lower prices, and reduce government spending. However, no 
specific economic policies have yet been announced or implemented. 
The Government is considering various policy options, including 

an exchange rate adjustment, before approaching the International 
Monetary Fund about negotiating a possible economic stabilization/ 
reform program. 


Trade between Ghana and the United States in 1981 increased by 
about 20 percent, to almost $400 million. U.S. exports to Ghana 
were $153 million last year, but are expected to decline in 1982 
because of Ghana's foreign exchange difficulties. The foreign 
investment climate is uncertain because of attacks by government 
officials and the Ghanaian media on multinational corporations, 
including those operating in Ghana. U.S. companies here face 
serious economic constraints. However, several U.S. oil firms 
are either operating in Ghana or have expressed interest in ex- 
ploring for offshore oil. 





CURRENT ECONOMIC SITUATION AND TRENDS 
PRODUCTION AND INCOME 


It remains difficult to obtain reliable national income statis- 
tics, including those on Gross Domestic Product (GDP). The 
Central Bureau of Statistics estimates that GDP was stagnant in 
1981. However, it is more likely that Ghana's GDP declined 

last year because of decreases in every major productive sector. 
On the other hand, considerable unrecorded economic activity 
occurred in the flourishing trading sector in 1981. 


What is more certain is the continuing deterioration in the 
standard of living of the average Ghanaian. Because of an 
estimated population growth of three percent annually, per 
capita GDP declined substantially last year. An exodus of 
teachers, doctors and skilled workers to other countries has 
become a major problem. Low rates of savings and investment 
have meant that Ghanaians continue to "consume" their capital 
stock, as reflected in the deterioration of infrastructure and 
plant/equipment. 


In 1982 the economic situation has become even worse under the 
Rawlings Government. An estimated decline of about 15 percent 


of this year's cocoa crop; the expected closure of additional 
industrial plants because very few import licenses have been 
issued during the first six months of 1982; and a diminution 

of trading activities will mean a substantial decrease in Ghana's 
GDP this year. 


AGRICULTURE 


Agriculture remains the most important sector in the economy, 
from the point of view of both production and labor force par- 
ticipants. It is vital for the future development of the country. 
Nevertheless, much arable land is not used or is cultivated with 
primitive techniques. In some areas a shortage of rural labor 
exists. Foodstuffs are smuggled to neighboring countries where 
essential goods and/or a convertible currency (the CFA franc) can 
be obtained. The country does not grow (or at least retain) 
enough food to meet its domestic requirements, and so food grains 
must be imported, either commercially or through foreign assist- 
ance programs. 





The supply of food to urban centers has become a serious 
problem in mid-1982. The "lean" agricultural season, which 
occurs during March-August, has been made worse by poor roads, 
lack of serviceable vehicles, and the reluctance of farmers 
and traders to bring foodstuffs to urban markets. In recent 
months there have been instances when soldiers and members of 
People's Defense Committees have forced food producers and 
distributers to sell at money-losing, low prices. 


Cocoa is still the most important cash crop in the economy, 
accounting for just under 60 percent of total export earnings 
in 1981. However, the cocoa sector has been declining for 
almost twenty years. The 1981-82 cocoa crop is projected at 
around 220,000 MT, compared to 258,000 MT last crop year, The 
1982-83 crop will likely show a further decrease. The Cocoa 
Marketing Board (CMB), with about 105,000 employees, is an 
unwieldy and inefficient organization. Charges of corruption 
against it are made periodically. Yet, the CMB is not directly 
responsible for the inadequate transport infrastructure that 
makes it difficult to evacuate cocoa to ports; and for the 
lack of foreign exchange to import such necessary inputs as 
insecticides to spray cocoa trees against diseases. The pro- 
ducer price to cocoa farmers was tripled in November 1981, but 
because the CMB now loses approximately 12,000 cedis (about 


$4,000) on each metric ton it buys (taking into account operat- 
ing costs), the Rawlings Government is considering a reduction 
in the producer price. If this were to occur, it would cause 
cocoa farmers to switch even more to growing more profitable 
cash crops, such as corn and cassava. 


Successive Ghanaian governments have proclaimed that highest 
priority must be given to the agricultural sector, but the gap 
between rhetoric and reality has been wide. The present govern- 
ment wants to reduce expenditures on such inefficient public 
sector corporations as State Farms and the National Reconstruc- 
tion Corps. The Government would also like to redeploy redundant 
urban workers to farming, but whether they would be willing to 
live in rural areas and who will pay the cost are major problems. 





MINING AND INDUSTRY 


Ghana is blessed with abundant mineral resources, principally 
gold, manganese, bauxite and diamonds. Nevertheless, produc- 
tion of all major minerals has been declining in recent years 
and 1981 was no exception. Industrial diamond production last 
year dropped by one-third (compared to 1980) to its lowest level 
in 25 years. Gold production last year declined to 340,000 
ounces, or a little more than one-third of peak output in 1960. 
Prospects are for further declines in mineral production unless 
the government undertakes major economic reforms, including an 
exchange rate adjustment. At the present unrealistic exchange 
rate, cedi costs are so high that all export sectors, including 
minerals, lose money. 


Ghana's industrial sector is in deep trouble because very few 
import licenses have been granted so far this year. In the ab- 
sence of vitally needed foreign inputs, most plants are either 
closed down or will be forced to stop operations in the next 
few months. Key goods such as textiles, tires, soap, beer and 
tobacco, will soon no longer be available. Government revenues 
consequently will suffer. The Government is trying to force 
companies to retain workers in order to avoid adding to the 
growing unemployment/underempvloyment problem, but private firms 
cannot survive for long under such conditions. 


BUDGET 


The Rawlings Government is making an effort to reduce govern- 
ment expenditures and deficits, but it is not yet clear how 
successful it will be. More than one-half of current spending 
goes for wages and salaries of public service employees, and 

many excess, unproductive workers would have to be laid off and/ 
or redeployed into the productive sectors of the economy if 

fiscal discipline is to be restored. Many public sector cor- 
porations are notoriously inefficient; Flight Lieutenant Rawlings, 
the Chairman of the Provisional National Defense Council (PNDC), 
has called them "wastepipes." 











The previous administration had projected a 1981-82 (ending 
June 30, 1982) budget deficit of $1,5 billion. However, in 
April the Ministry of Finance and Economic Planning claimed 
that, on the basis of data for the first six months of the 
fiscal year, the deficit would reach around $3 billion. How- 
ever, according to the Ministry's revised budget statement in 
May, the 1981-82 budget deficit will be approximately $1.7 
billion, or slightly over one-half of total government expend- 
itures, because of success in holding down spending, Never- 
theless, these latest budget estimates are understated and 
must be used with caution. For example, the $1.7 billion 
deficit figure does not include the $350 million debt of the 
Cocoa Marketing Board to the Bank of Ghana. The Government 
has announced that future fiscal years will now be on calendar 
year basis beginning in January 1983 in order to coincide with 
the annual foreign exchange budget that includes import licenses. 


PRICES AND THE EXCHANGE RATE 


The country remains in the grip of a severe inflation. The 
average Consumer Price Index (CPI) in 1981 was 116.5 percent 
higher than in 1980, thereby equalling the record inflation 
rate in 1977. However, prices have moderated somewhat in re- 
cent months. According to latest data, the average CPI for the 
12 months ending February 1982 was approximately 103 percent 
over the average of the preceding 12 months, while the CPI for 
February 1982 was "only'' 40 percent above that for February 1981. 
It is expected that the annual inflation rate in 1982 will be 
in the high double-digit range. 


As part of its philosophy of bringing more economic benefits 

to the "common man"’, the Rawlings Government has attempted to 
force down the prices of goods, transport fares, and rents. 
Price controls have been more vigorously enforced, Market 
women, a powerful force in Ghanaian society, have been punished 
for selling at "kalabule" (black market) prices, and several 
markets have been burned down by angry soldiers and workers. 
Nevertheless, prices of essential goods remain high because the 
"law'' of supply and demand cannot be repealed. Severe shortages 
of most items because of lack of imports, low domestic product- 
ion, and inadequate distribution to cities have resulted in a 
hoarding mentality, long lines of people waiting to purchase 
goods, and inevitably high prices. 


Interest rates were cut approximately in half in May in order 
to provide cheaper loans to various groups, particularly small- 
scale farmers. However, the new basic savings deposit rate of 
eight percent will not encourage savers in the face of a con- 
tinuing high rate of inflation. Furthermore, the freezing and 
investigation of some bank accounts and the withdrawal of 50 
cedi notes from circulation in February (for which individuals 
have not yet been paid) have weakened the faith of Ghanaians 
in their monetary system. As a result, at least 70 percent 

of the country's money supply now circulates in private hands 
outside the banks, and the Government is short of cash. 


The Ghanaian cedi continually becomes more overvalued because 
no devaluation has occurred since August 1978. In mid-1982 

the black market exchange rate was around ¢60=$1.00, more than 
20 times the official rate. With such a rate distortion, 
illegal economic activities are highly profitable. The Govern- 
ment has undertaken a campaign to reduce corruption, and the 
incidence of smuggling over the borders has probably gone down 
because of the fear of "revolutionary justice." Yowever, the 
porous nature of Ghana's borders and the financial incentives 
in smuggling and trading goods and currencies make it very dif- 
ficult to control black market activities. 


BALANCE OF PAYMENTS 


Ghana's balance of payments continues to deteriorate. In 1981 
export earnings amounted to $766 million, or 34 percent lower 
than in 1980, primarily because of a decline of about $400 mil- 
lion in cocoa export earnings. Imports in 1981 were in balance 
with exports, with an oil import bill of roughly $350 million, 
almost one-half of total imports. Export earning prospects in 
1982 look worse: they are likely to be about $600 million or 
even less because of projected declines in both cocoa production 
and the international price of cocoa. It is expected that, after 
Ghana pays for its crude oil and its essential foreign debts, only 
about $650-70 million will be available for non-oil imports in 
1982. This amount is clearly insufficient to meet the country's 
pressing current needs, not even taking into account any new 
developmental projects. 





The Rawlings Government has developed closer ties with Libya. 
One result was a Libyan gift of 500,000 barrels of crude in 
February and then a 12 months credit for 360,000 MT of crude 
(60 percent of Ghana's total crude requirements for six months), 
worth about $100 million. Although this credit gives the 
country some breathing space this year, the freight cost of 

the crude is higher than from Nigeria, Ghana's traditional sup- 
plier, and the money eventually has to be paid. The Government 
is also trying to obtain assistance from communist countries 
(such as technical aid from Cuba for the sugar industry here), 
but any substantial balance of payments assistance--which is 
what Ghana needs most--is not likely to come from them. 


At the end of 1981, Ghana's gross foreign exchange (FX) reserves 
amounted to only $196 million, while net reserves were about 
zero. Since then FX reserves have increased somewhat because 

of more cocoa shipments during the early months of 1982, few 
non-oil imports, and failure to pay debts. Ghana's external 
debt rose substantially in 1981, reaching $1.6 billion by the 
end of the year. Of this amount, $485 million were short-term 
external arrears consisting of trade and service bills, overdue 
remittances, and unpaid equity purchases. It is likely that 
short-term arrears exceeded $600 million by mid-1982. 


Ghana's critical foreign exchange position has also affected the 
payment of overdue loans to aid donors. As of July 1, 1982, 
Ghana owed more than $2.5 million on previous USAID loans, of 
which more than one-half are overdue by more than six months. 
Under these circumstances, Section 620 (q) of the Foreign Assist- 
ance Act forbids new USAID activities here unless a waiver is 
obtained. 


ECONOMIC POLICIES 





In general, the Government wants to bring about more equitable 
income distribution, reduce corruption, increase agricultural 
production, and impose stricter fiscal discipline. Beyond that, 
practically no specific economic policies have yet been formu- 
lated, let alone implemented. The PNDC Secretary for Finance 

and Economic Planning and the National Economic Review Committee 
have been reviewing various policy options, including a possible 
exchange rate adjustment. One possibility is a system of multiple 
exchange rates, particularly a preferential rate for exports. 





The Government would like to make some progress in putting its 
house in order first before approaching the International Mone- 
tary Fund (IMF) and discussing an economic stabilization pro- 
gram. However, substantial economic reforms must be accomplished 
(or promised) before agreement can be reached with the IMF. No 
bilateral donor, from either the west or east, has the capability 
of helping Ghana in any substantial manner, given the magnitude 
of the country's economic decline, but only Ghana's political 
leaders can develop rational economic policies that are the 
necessary prerequisite to any IMF assistance. 


IMPLICATIONS FOR THE UNITED STATES 





TRADE 


The United States is Ghana's largest trading partner. Despite 

the economic recession it lana trade between the two countries 

in 1981 totalled almost $400 million, about 20 percent higher 

than in 1980. U.S. exports to ane last year amounted to $153 

million, or $26 million higher than in 1980. Ghana ranked fifth 
ara 


as a sub-Sahar n cipie of U.S. exports in 1981, compared with 


seventh in 1980 most 60 percent of Ghana's exports to the 
1981 consisted of aluminum from VALCO, the U.S.-owned 
smelter which is the largest U.S. investment in Ghana. 


to decrease in 1982 because of 
ior ation in Ghana. As noted previously, 
have been issued during the first six 
1 shile Ghanaian exports continue to decline. 
7 ports” at Tema and Takoradi are now handling very 
ae raffic. VALCO, the country's most profitable and effi- 
cient pls , is planning to close down one of its five potlines 
because of the world-wide recession in the aluminum industry. 
The Department of Commerce has no trade promotion activities 
scheduled for Ghana in 1982 and 1983. 


V 


Although Ghana continues to receive loans and grants, the amount 
of foreign assistance has declined during the past year because 
of difficulties aid donors face in implementing their projects. 
The World Bank, the Federal Republic of Germany, the European 
Community, the United States, the United Kingdom and Canada are 
the most important western donors. Other countries, such as 
China, Libya, and Cuba, are (or will be) providing assistance. 
U.S. exporters interested in Ghana should register with the 

World Bank (1818 H Street, N.W., Washington D.C. 20433) and the 
U.S. Agency for International Development (320 2lst Street, N.W., 
Washington, D.C. 20523). In both these cases, U.S. suppliers can 
provide the goods and services for development projects that are 
backed with hard currency from these agencies. 





U.S. exporters should be aware that import controls and foreign 
currency restrictions remain fully in force. All firms must 

go through a long, difficult, and often fruitless process to 
obtain import licenses. They must remit under letters of credit 
or else they cannot transfer foreign exchange abroad. In addi- 
tion, a pre-shipment inspection by SGS Superintendence Company 

is required for consignments of almost every type of commodity 
valued at over $2,090, C and F, which are paid from Ghana's 
scarce foreign exchange reserves. This inspection is to ensure 
that items ordered are received in the form and quantity requested 
and that the cost is a reasonably fair and competitive world mar- 
ket price. Such important items as commercial shipments of 
military weapons, hand guns and relevant ammunition; poultry and 
livestock, including zoo animals and pets; and fruits and vege- 
tables are not subject to this inspection requirement. 


INVESTMENT 


According to the U.S. Department of Commerce, direct 1'.S. invest- 
ment in Ghana at the end of 1978 totalled $172 million, of which 
VALCO accounted for approximately 79 percent. Direct U.S. invest- 
ment declined in 1981 because of Firestone's sale of its share 

of a tire plant and a rubber plantation to the Government. How- 
ever, the 1978 figure considerably understates the real value of 
our investment here, Other 1!.S. companies operating in Chana 
include Agri-Petco, Star-Kist, Union Carbide, Phillips Petroleum, 
Texas Pacific, Texaco, and Mobil. They all face constraints in 
the present political uncertainty. Agri-Petco, the only source 
of crude in the country, is now producing at only about 1,200 
barrels per day (less than five percent of domestic requirements) , 
but the company is hoping to expand output by a planned redril- 
ling program in its field offshore Saltpong. Star-“ist continues 
to export most of its tuna catch. 


The foreign investment climate has become uncertain under the 
Rawlings Government. The Investment Code, which was approved in 
July 1981, has not yet been implemented. In recent weeks various 
government officials and the Ghanaian media have attacked multi- 
national companies, including some operating in Ghana, for "ex- 
ploitina" the less developed countries. The unrealistic ex- 
change rate, which makes local cedi costs very high at the of- 
ficial rate, is another factor inhibiting foreign investors. 
Lengthy bureaucratic delays also discourage present and potential 


investors. 





Nevertheless, several U.S. companies have expressed an inter- 
est in the possibility of investing in Ghana, particularly 

in exploration for oil and gold. Ghana has very considerable 
natural resources, but U.S. companies must take a hard look 
at the country's economic and political difficulties before 
making any commitments here. 





